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EXPLANATION OF THE CHARTS 
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EXPLANATION OF CHARTS ON PAGES 1008 TO IOII 


N the center spread of this report we have shown eight charts which 
OC). think show quite graphically the present position of real estate 

and construction in relation to the past with some rather definite 
implications regarding the future. For convenience in explanation, each of 
these charts is numbered. 


Chart 1, extending from 1795 to the present, shows the relation- 
ship of general business and real estate activity over the entire period. 
It is used in this series to furnish general perspective on the real es- 


tate and construction problems. The red figures on this chart show the 
number of years between the peaks of the real estate booms. The length and 
regularity of these real estate cycles is quite remarkable. The red line 


from 1870 on, shows the foreclosure rate. 


Chart 2 shows the same real estate cycles from 1913 to the pres- 
ent on a much larger scale. It also shows urban foreclosures per month 
per 100,000 families and the number of new mortgages recorded each month. 
It will be noticed that fluctuations in the number of new mortgages re- 
corded follows roughly the real estate cycle, while the foreclosure line 
is the reverse of the real estate cycle,being high when real estate activ- 
ity is low, and low when real estate activity is high. It will also be 


noticed that real estate activity has shown some improvement since last 
February. 


Chart 3 shows a comparison of residential rents,residential con- 
struction costs, and the number of new family accommodations provided for 
by all new building permits. Clearly,the relationship of residential rents 
and values to residential building costs has a very definite effect on the 
volume of building. Values follow the rent line, but drop deeper during 
depressions because of the excessive vacancy and the fact that maintenance 
costs do not drop by so large a percentage during a depression. This re- 


duces the net return on properties by a greater percentage than the drop 
in rents, and values depend upon the net return. 


Chart 4 shows the local public debt per family in all cities 
having more than 100,000 population. The lower line on this chart shows 


the average real estate tax per family in the same cities. It will be 
noticed that debt has been holding constant, while the trend of real es- 
tate taxes has shown a greater tendency to fluctuate. 


Chart 5 shows the 


fluctuation in office building vacancy as far 
back as the figures are 


available in comparison with the figures for resi- 
dential vacancy generally and vacancy in single family dwellings. It will 


be noticed that all types of vacancy have been declining since the bank 
collapse. While office buildin vacancy is still too high to offer much 
support to higher rents, residential vacancy has passed the critical level 
and is now exerting a strong upward pressure on residential rent levels. 
The economic distress of the past nine months has counteracted this pres- 


Sure to some extent, but with increasing industrial activity rents will 
again resume their strong upward trend. 
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Chart 6 shows the fluctuations in farm values per acre for the 
United States, and farm foreclosures each month per 25,000 families. It 
will be noticed that the farm foreclosure curve reaches 78 per month per 
25,000 families, or were we to put it on the same basis as urban foreclos- 
ures in Chart 2, this chart would have to be three times as high, as farm 
foreclosures would go to 312 per month per 100,000 farm families while ur- 
ban foreclosures in the highest year average only 105 per month per 
100,000 urban families. In other words, in relation to the number of fam- 
ilies, farm foreclosures have been approximately three times as severe as 
city foreclosures. This is reflected by the fact that farm values at the 
esent time are only 85% of pre-war, while urban values, in spite of the 
iepression are considerably above pre-war levels. 


Chart 7 shows the Dow-Jones averages for common stocks, indus- 
trials, rails and utilities. The relationship of the great bull market of 
1929, the recovery movement from 1932 to 1937, and the collapse and recent 
recovery can all be studied as they have affected real estate and con- 

truction. From March 31 to July 25, the value of all listed stocks on the 
New York Stock Market had regained $14,630,000,000 of the amount they lost 
luring the recent drop. 


Chart 8 shows the fluctuations in industrial production in the 
United States as charted by Colonel Ayres of the Cleveland Trust Company. 


d 


The general advantage of printing these eight charts in this 


fashion is that by folding the page it is possible to compare any two 
hearts For instance, the stock market can be compared with the 
ctuations in the real estate cycle,with the foreclosure rate, with farm 


vediiat. with farm foreclosures, with vacancy or with any other factors 
shown on the chart. The similarities and dissimilarities in the behaviour 
of the various factors can be studied in an effort to determine their im- 
portance from the real estate and construction angle. 


All of the forecasts made by Real Estate Analysts, Inc., have 

een made after a very careful comparative study of these and other fac- 

tors which affect real estate. To us, these charts would seem to indicate 

that real estate will shortly emerge from the troubles of the past nine 

ars culminating in an irrational boom which will lay the foundations for 
real estate difficulties in the late forties and early fifties. 


OFFICE BUILDING VACANCY 


HE charts on the following page show the percentage of office building 
vacancy in the principal cities of the United States, from 1925 to the 
present. The national average is shown by the red line on the large 
chart, and it is also superimposed on the chart for each city, so that a 
juick comparison is possible of any particular city with the national av- 


It will be noticed that office building vacancy passed the peak 
some years ago, but that in most cities it is still too high to make prac- 
tical the building of additional office space in any quantity. 
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IS THE BACK TO THE FARM MOVEMENT CONTINUING ? 


HE Census Bureau has issued a press release headed "Back to the Farm 
Movement Continues". It started: "The back-to-the-farm movement con- 
tinues undiminished according to indications of a special 1938 survey 
just released". Newspapers throughout the country have commented on it at 
length, and we have received numerous inquiries from our subscribers re- 
garding it. 


As it has been used, it is quite misleading. Last year, accord- 
ing to the Department of Agriculture, a department which would be inter- 
ested in showin a back to the farm movement, if such were the case, 
288,000 more persons left the farms for the city, than left the cities for 
the farms. The Census Department release was quite accurate in its state- 
ment as it covered only the movement to the farms,and in every year as far 
back as records go there has been a large number of persons who have left 
the cities to return to the farms. In 1922, the same statement could have 
been made,as in that year 1,115,000 persons left the cities for the farms; 
however, in the same year 2,252,000 persons left the farms for the city, 


leaving a net movement to the city of 1,137,000. 


On the chart below, this movement between cities and farms is 
shown, but the figures charted represent the net movement each year. The 
Administration in Washington officially announced a back to the farm move- 
ment in 1933. It is probably the irony of fate that the only year in which 
the net movement was back to the farm, was the year before the back to the 
farm movement was officially started. 





ob 12 It is true that in 1937 the 
NET POPULATION MOVEMENTS ' net movement to the cities was not so 
BETWEEN FARMS AND CITIES strong as it was in the two preceding 


+—+—+—-++ 10 years. This was due, of course, to the 











I . economic distress in the cities during 
the recent months. As cities regain 
8 their prosperity the net movement to 


the cities from the farms will be 
larger each year. While the Census re- 
lease was correct, it would also have 
been correct to have said: "The move- 
ment from the farms to the cities has 
continued in spite of the depression". 
This sort of statement could not have 
been misinterpreted as was the state- 
| ment contained in the release from the 
tt ty =X ‘een , Bureau of the Census. 
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TI I] TT | FATT | | This movement from the farms 
Beeeeeeeeeel”: ss |_| =r to the cities is as old as the United 
| | | Netmovement | 7 / ae 7 
1 Ses | , y | | | States itself. Each succeeding census 
. | | rT | TTT Wlestob || : has shown a smaller percentage of pop- 
Lit iiit Jit ati tits ulation employed on farms and a larger 


percentage employed in cities. 
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HE bottom line on the top chart shows the fluctuations in the number 
of new family accommodations provided for in all building permits is- 
sued. During the early months of 1938 it has been badly warped by a 
rush for permits in New York City, because of the adoption of a new build- 
ing code. The dotted line, however, shows it with New York City elimina- 
ted. Some of these New York permits will be used for the new building tak- 
ing place during the next few months, probably resulting in a deceptively 
low level in the Middle Atlantic region during that period. 
The top line on the top chart shows the fluctuations in the lev- 
el of wholesale building material prices. 
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CONSTRUCTION COSTS BY MONTHS 
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HE charted construction costs 

are a continuation of the 
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Estate Analyst, and can be used to an 
bring that study up to date. The 





actual figures for July to contin- 80-4——7 rT PTY | crv? TTrttrrtirtTt 
1e¢ the table on page 978 in the pe ba aleneeo 
June, 1938 reports are as follows: i hs 
tt AE 
Column Amount Column Amount | 73.5 

1- $ 602 9 -$ 235 E j 

2 - 313 10- 131 | ; j 

3 - 1,230 ll- 2,047 To ieee 

4 - 777 12- 230 | | | 

>~ 2,920 + as 350 | 

6 - 501 14- 525 Sean 

a ws 186 15- 1,105 Ses eee ereeasree in | } Za 


8 - 994 16- 6,072 


We believe that the end of the | td | | seen 
cost decline has arrived, and that go}++++44 +++ 14 ++ |} 
building costs will again climb. | | | ore | | | | 
This will be true of materials, | | | ri} dd | | | | 











labor and overhead. Only the ef- rt Vt | 
vee ALL MATERIALS 

T | + 7 _ 
ficient low cost producer has suc emew BRICK, STONE & TILE | 
ceeded in building for the limited  Joooo moRTAR. CONCRETE & PLASTER | 
“ : T 
demand thus far. With an increas-  |------ —ooareee eee | 
ing demand, the less efficient insite PLUMBING, HEATING. HAROWARE, 

j . : ELECTRICAL & METAL SUPPLIES 
will build at higher costs, in- ri rou | . | | 
creasing the profit margin of the | | Lt | | | | | Py yy dt dd 

| | | | | | | | i | 

more efficient. 50'S Fr MAMI IASONDIFMAMIITASOND 





1937 1938 





1013 














SINGLE FAMILY DWELLINGS 
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a continuation of the 
downward trend. It is 23.4% below the level of a year ago, 58.0% below the 
peak of 1935, and 60.5% below the all-time peak of 1933. 
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fice and hotel building bonds. The trend of both office building and 
hotel building bonds has turned upward during the last two months. The 
buildings used are only those on which quotations can be secured monthly. 
The office building list includes the following: Broadway Motors, Bryant 
Park, Bush Terminal, Carbide and Carbon, Chesebrough, Chrysler, Cleveland 
Terminal, Equitable (N. Y.), Graybar, Grant, Liggett, One LaSalle Street, 
Postum, Textile, Wanamaker (Phila.), Woodbridge. The hotel list includes 
the following: Bowman-Biltmore, Eastern Ambassador Hotel, Eppley Hotels, 
George Washingtor. Hotels,Hotel Lexington, Hotel Sherman, Hotel St. George, 
LaSalle Hotel, Lord Baltimore, National Hotel of Cuba, Palace Hotel (San 
Francisco),Park Central Hotel, Pitts Hotel, Savoy-Plaza, Sevilla-Biltmore, 
Sherry-Netherland, Stevens Hotel, Waldorf-Astoria. 


ik chart above shows the average fluctuations in the bid prices of of- 
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HE number of sales of real estate in Saint Louis decreased last month 
and is still below the level of a year ago. Foreclosures decreased 
after three months of continued rises and are still slightly above the 

level of a year ago. The number of new family accommodations provided for 

in all building permits issued, corrected for seasonal influences, showed 
another increase; while the marriage rate maintained a level exceeding all 
past records during the last five years, with only one exception. 


Dollar rents of free standing dwellings and flats showed a very 
slight decrease, while rents of heated apartments showed a very small in- 
crease. Neither the rise nor the fall was large enough to be significant. 


Residential vacancy for August in Saint Louis is running 7% 
greater than it was in August of last year and .2% greater than it was a 
month ago. Doubling up due to unemployment is undoubtedly responsible for 
the increase throughout the first eight months of this year as compared to 
the same period in 1937. The increase in vacancy is primarily in multi- 
family units. 


The number of residential vacancies in August for the last few 
years is shown below in contrast to the number in November, 1932. 























Date Vacancies Vacancy % 
November, 1932 28,207 12.8 
August, 1934 ; 14,000 6 
August, 1935 10,200 4 
August, 1936 8,000 3 
August, 1937 8,700 3 
August, 1938 10,200 4 
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